











2012 Annual Bonus Scorecard
Overarching Objective - Compliance

Risk Area Categories detailed below will determine Compliance Attainment
Categories objectives streamlined to reflect those most critical to organization
Management will provide specific scorecard information for each Risk Area.

Risk Area Components Weight
CIA / Multistate
AG Satisfied CIA and AG requirements; OIG Report linked to completion of the CIA period 20%
Adherence to Sales SOPs and state and federal pricing requirements; Absence of FDA
Sales and warning letters or agency action regarding practices; Timely reporting of Adverse 40%
Marketing Events, Reports of Concern, Product Complaints, and Abuse and Diversion Detection 0
Reports; accurate state and federal expense reports
Successful GMP, GLP, GCP, DEA, OSHA, EPA, other applicable federal, state and local
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Stewart, John H.

Ol }
Sent. Mon 3/5/2012 6:04:45 PM
Subject: RE: Monte Carlo Analysis
Oxy Sales Risk Analysis Concept 20120305.x1sx

Colleagues,

First step in the Monte Carlo analysis described below is agreeing a table of assumptions and
variables. The attached table was created with Russ, David, Sam and me with input from John.
Creation of the model is a significant piece of work.

In the attached we have assumed shifts in market share, brand market size and more. These shifts
are to account for impacts of the TR formula, success or lack of success of competition and more. So
under those general headings we have assumed some specific trends.

We discussed including very remote but possible events, like a supply interruption. These “black
swan” event will be described outside the model in an effort to keep the model more workable.

Your input now on these assumptions will make the output more meaningful and will saving a lot
of time in rework later. Please call or email Sam or me with any thoughts or suggestions.

We will close these off to comment at about March 16 and then start building the models the
following week.

Thank you,
Ed

Ps --- Stuart, | have copied those Board members who expressed an interest in the analysis. If you
think others might be interested in the process please forward this. | think we should share the final
product with the whole Board — so eventually all Board members will see the output.

From: Mahony, Edward

Sent: Thursday, February 23, 2012 5:46 PM

To: Boer, Peter; Boer, Peter; Sackler, Dr Richard; Lewent, Judy; Stewart, John H. (US); Sackler,
Mortimer D.A.

Cc:

CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00033739
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Subject: Monte Carlo Analysis
Colleagues,

Following up on our discussions on Monte Carlo analysis. The various discussions did not reach a
preferred approach or even agreement if Monte Carlo analysis is the right tool for Purdue.

To progress the conversation we plan to do a Monte Carlo analysis on OxyContin sales. OxyContin
sales is the source of cash == so it is a good place to start. The e:mail below and file attached describe
how we are starting this process. The attached is for illustration --- so please don’t comment on the
numbers yet.

Please call if you would like to discuss.

Ed

From: Mahony, Edward
Sent: Thursday, February 23, 2012 5:35 PM

To: i : vid (Marketing); Strassburger, Philip
Cc: edm
Subject: FW: nalysis Concept

Russ, Phil and David,

One of the follow-ups to the 10 year plan is to do Monte Carlo analysis. In the follow-up notes to the
Board meeting | suggested that we start that process by looking at only OxyContin sales.

The first step in the analysis is to create a table of variables, future outcomes for each of those
variables and probability of those outcomes. The attached is an example of what that table might

look like. Your help in developing this list is one of the things we hope to achieve.

ill set-up a short meeting with you so Sam and I can brief you on how we would like to
approach this.

My hope is to keep this simple but meaningful.

Ed Mahony
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OxyContin Sales Risk Analysis
10-Year Plan Monte-Carlo Method

Description: The worksheet below shows a total of 9 OxyContin sales variable and for each variable a range of possible outcomes.
Once agreed these variables will be incorporated into a Monte Carlo simulation of 1000’s of different possible outcomes.
Those outcomes will provide an understanding or the range of possible outcomes and the sensitivity of key drivers.

For Further Discussion

Grouping Variables to Consider Outcome Probability
Market and Shares ER Opioid market growth -2% p.a. 15%
(starting in 2013) +0% p.a. 20%
+2% p.a. 45%
+4% p.a. 15%
+6% p.a. 5%
ER Opioid branded product market 20% 20%
share of total ER opioid market Rx's 24% (current) 60%
(starting in 2013) 30% 20%
Share of ER opioid branded market taken 40% 20%
by OxyContin (vs other brands) 67% (current at 12-2011) 60%
(starting in 2013) 75% 20%
Pricing Price increases +1% p.a. 20%
(starting in 2013) +2% p.a. 20%
+3% p.a. 50%
+4% p.a. 8%
+5% p.a. 2%
Generic Competition Generic competition to OxyContin (OXY) 4/16/2013 10%
old formula 4/16/2014 10%
- assume generic erosion of the brand with Never 80%
no tamper-resistance advantage mitigating
the loss

Generic competition to OxyContin (ORF) 1/1/2015 5%
- entrance timing 1/1/2016 5%
1/1/2017 10%
1/1/2018 20%
1/1/2019 20%
1/1/2020 12%
1/1/2021 10%
1/1/2022 5%
1/1/2023 5%
1/1/2024 5%
1/1/2025 2%
1/1/2026 1%
Branded Competition Specific competitive entrance 1/1/2014 5%
- Remoxy's launch 1/1/2015 10%
When Remoxy is launched, a x% of 1/1/2016 30%
OxyContin share will be captured by 1/1/2017 20%
Remoxy over the 4-year course of its 1/1/2018 10%
launch. Never 25%
Rebates Medicaid Reformulation reversed 40%
-CMS rule sustained 60%

- Assume decision in 2013
Medicaid prices applied 2013 0%
to Medicare - (25% of sales volume) 2014 20%
starting year 2015 40%
2016 30%
2017 8%
2018 2%
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From: Mahony, Edward

Sent: 20123 H5H 18:15

To: Boer, Peter; Lewent, Judy; Pickett, Cecil, Sackler Lefcourt, Ilene; Sackler, Beverly; Sackler,
Dr Kathe; Sackler, Dr Raymond R; Sackler, Dr Richard; Sackler, Jonathan; Sackler, Mortimer
D.A.; Sackler, Theresa; Dolan, James; Gasdia, Russell; Landau, Dr. Craig; Long, David; Lundie,

David; Mallin, William; sdb; Stewart, John H. (US); Weinstein, Bert
CC: Lowne, Jon

Subject: February Flash Report
Attachments: Feb Sales Analysis Monthly Package V3.xlsx

Colleagues,
SALES

Year-to-date February net sales are $264.8 million. This is $63 million below
budget and $60 million below prior year-to-date.

The below budget sales is due to:

1. OxyContin demand is running 5 to 7% below budget. This accounts for
about $29 million of the miss - at gross sales value.

2. OxyContin trade inventory decreased by $44 million more than anticipated
in the budget - at gross sales value. The lower trade inventory is specifically
significant at Cardinal. The other wholesalers inventories are within the
normal range. Part of this inventory decrease may be permanent — due to
lower demand — but | believe that more than half is temporary.

3. Butrans sales are $5.3 million or 29% below budget at gross sales value.

The Sales and Marketing team have OxyContin and Butrans programs underway
which were presented at the recent Board meeting and are designed to help us
get on or closer to budget.

March month is starting off strong with over $50 million in sales already received
by customers and therefore booked in March. March has more billing cycles than
January and February so is budgeted for $277 million in gross sales up from
approximately $223 million in January and February.

CASH
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At the end of February Purdue had unrestricted cash in the bank in excess of $800
million. A good part of this cash balance will be consumed via estimated tax
payments, rebate payments, year-end sales and non-sales bonus and more. That
said, we are still above our cash target.

DISTRIBUTION

The 2012 budget estimated $90 million available for Q1 non-tax distribution. We
are on target to make that distribution in the first week in April pending
appropriate approval.

Ed Mahony

Ps. In the attached we have adjusted net sales to account for the proposed
change to regulations on how certain Medicaid Rebates on reformulated products
are calculated. The impact is recorded in compliance with accounting rules and
are estimated at $95.9 million and $74.8 million on 2010/2011 and 2012 budget,
respectively. These regulations are not final and extensive efforts are underway
to have the proposed regulations revised so they would not impact important
product improvements like those made to OxyContin.
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Butrans G

(buprenorphine) Transdermal System

5,10, and 20 mecg/hour

Distribution of Butrans Prescriptions by Strength Distribution of Butrans Ne

5mcg 10mcg 20mcg Total 5mcg
Week # Week Ending TRx NRx RRx TRx NRx RRx TRx NRx RRx TRx NRx RRx TRx NRx RRx
Week 45 25-Nov-11 100.0% 24.8% 4.6% 29.4% 36.0% 8.7% 44.8% 20.1% 5.7% 25.8% 80.9% 19.1% 100.0% 84.2% 15.8%
Week 46 2-Dec-11 100.0% 24.2% 4.3% 28.5% 36.3% 9.1% 45.4% 20.6% 5.6% 26.2% 81.0% 19.0% 100.0% 85.0% 15.0%
Week 47 9-Dec-11 100.0% 24.3% 4.5% 28.9% 38.2% 8.5% 46.7% 18.9% 5.6% 24.4% 81.4% 18.6% 100.0% 84.3% 15.7%
Week 48 16-Dec-11 100.0% 24.2% 5.7% 29.9% 37.0% 7.9% 44.9% 19.7% 5.5% 25.2% 80.8% 19.2% 100.0% 80.8% 19.2%
Week 49 23-Dec-11 100.0% 24.8% 4.8% 29.6% 36.3% 8.5% 44.8% 19.9% 5.7% 25.6% 81.0% 19.0% 100.0% 83.7% 16.3%





